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SECURITIES  AND  EXCHANGE 
COMMISSION 

[ReieSM  No.  34-158981 

17CFRPart240 

UnKorm  Net  Capital  Rule 

AOENCV:  Securities  and  Exchange 

Commission. 

action:  Final  rule. 

summary:  The  Commission  today  has 
adopted  previously  proposed 
amendments  to  its  uniform  net  capital 
rule  and  Appendices  B  and  D  thereto. 

The  amendments  primarily  affect  the 
financial  requirements  for  brokers  and 
dealers  that  are  also  futures  commission 
merchants  (“fcm")  registered  with  the 
Commodity  Futures  Trading 
Commission.  They  are  designed  to 
conform  the  net  capital  rule  with  the 
minimum  financial  requirements  of  the 
Commodity  Futures  Trading 
Commission  for  fern’s,  to  avoid 
duplication,  reduce  regulatory  burden, 
and  coordinate  regulation  through 
uniform  requirements  as  much  as 
possible. 

EFFECTIVE  DATE:  July  23, 1979.' 

FOR  FURTHER  INFORMATION  CONTACT. 

James  G.  Moody,  Attorney  Advisor, 
Division  of  Market  Regulation, 

Securities  and  Exchange  Commission, 
Washington,  D.C.  20549  (202)  376-6135. 
SUPPLEMENTARY  INFORMATION:  The 
Securities  and  Exchange  Commission 
today  announced  the  adoption  of  certain 
amendments  to  Rule  15c3-l  (17  CFR 
240.15c3-l)  under  the  Securities 
Exchange  Act  of  1934,  the  uniform  net 
capital  rule,  and  Appendices  B  and  D 
thereto.  The  amendments,  which 
become  elective  on  July  23, 1979,  are 
substantially  the  same  as  those 
proposed  in  Securities  Exchange  Act 
Release  No.  15426,  December  21, 1978;  44 
FR  1754,  January  8, 1979. 

Discussion 

Rule  15c3-l,  the  uniform  net  capital 
rule  (17  CFR  240.15c3-l),  in  general 
requires  a  broker  or  dealer  to  maintain  a 
certain  specified  minimum  “net  capital" 
depending  on  the  nature  of  its  securities 
business  and  its  circumstances.*  The 
amount  of  net  capital  required  unless 
the  broker  or  dealer  computes  its  net 
capital  under  subsection  (f)  of  the  rule 
depends  upon  its  “aggregate 


'  A  broker  or  dealer  may  conform  to  the 
amendments  herein  before  July  23. 1979  if  it  so 
wishes. 

’Rule  15c3-l(a). 


indebtedness.”  *  Paragraph  (c)(2j  of  the 
rule  defines  “net  capital”  as  the  net 
worth  of  a  broker  or  dealer  adjusted  by 
certain  described  items.  Paragraph  (c)(1) 
of  the  Rule  defmes  “aggregate 
indebtedness”  as  the  total  money 
liabilities  of  a  broker  or  dealer  in 
connection  with  any  transaction,  with 
limited  exclusions.  The  rule  requires 
brokers  or  dealers  to  have  sufficient 
cash  or  liquid  assets  to  protect  the  cash 
or  securities  positions  carried  in  their 
customers’  accounts.  *1110  thrust  of  the 
rule  is  to  ensure  that  a  broker  or  dealer 
has  sufficient  liquid  assets  to  cover 
current  indebtedness. 

Recently,  the  Commodity  Futures 
Trading  Commission  (the  “CFTC”)  made 
substantial  revisions  in  its  minimum 
Bnancial  and  related  reporting 
requirements  imposed  upon  fern’s.  'The 
CFTC  stated  that  it  was  amending  its 
rules  first  to  eliminate  duplicative 
financial  requirements  imposed  upon 
fern’s.  The  CFTC  gave  as  another 
purpose  for  the  revised  regulations  to 
“correct  substantial  deficiencies”  which 
had  existed  in  the  CFTC’s  minimum 
capital  rules.* 

Although  the  CFTC  amendments 
apply  only  to  fern’s,  about  half  of  all 
commodity  customer  business  in  the 
futures  industry  is  done  by  fern’s  that 
are  also  registered  with  the  Commission 
as  brokers  or  dealers  and  are.  therefore, 
subject  to  the  uniform  net  capital  rule. 

As  the  CFTC  noted  in  its  release 
announcing  the  adoption  of  its  new 
minimum  fmancial  requirements,  it  has 
incorporated  by  reference  the 
Commission’s  haircuts  on  securities.  The 
CFTC  believed  that  its  rule,  before  being 
amended,  required  unnecessary  “safety 
factors”  for  open  commodities 
transactions  and  created  new  standards 
which  were  first  proposed  in  1977  and 
1978.*  These,  as  well  as  other 
commodity  related  amendments  to  its 
rule,  have  been  the  subject  of  extensive 
study  by  that  agency  and  by  those  who 
will  be  subject  to  it  After  careful 
consideration,  in  the  interests  of 
minimizing  duplicative  regulation,  the 
Commission  is  deferring  to  the  expertise 
of  the  CFTC  in  the  area  of  Hnancial 
responsibility  regulation  and  is 
amending  its  rule  to  conform  in  the  main 
to  those  provisions  of  the  CFTC’s  rule 

’Brokers  or  dealers  operating  under  paragraph  (f) 
of  Rule  lSc3-l  detennine  their  net  capital 
requirement  upon  the  “aggregate  debit”  items 
computed  pursuant  to  the  “Formula  for 
Determination  Reserve  Requirement  of  Brokers  and 
Dealers”  as  set  forth  at  Rule  15c3-3a.  17  CFR 
240.15c3-3a. 

M3  FR  39956.  39957,  39958  (September  &  1979). 

*Id.  at  39957-39958. 


which  deals  with  the  commodities 
futures  business.* 

The  amendments  adopted  herein  are 
designed  insofar  as  possible  to  provide 
uniformity  and  avoid  duplicative 
requirements  as  well  as  additional 
reporting  for  fern's  which  are  also 
brokers  or  dealers.  The  Commission 
believes  it  is  important  to  achieve 
uniformity  in  this  area  in  the  interest  of 
fair  and  equitable  regulation  consistent 
with  its  regulatory  responsibility. 

Most  of  the  amendments  to  the  net 
capital  rule  will  be  found  in  Appendix  B 
as  amended  (17  CFR  240. 15.c3-lb).  The 
most  significant  of  the  adopted 
amendments  is  the  substitution  of  the 
CFTC’s  so-called  safety  factors  on 
futures  for  the  haircut  deductions 
currently  required  by  Appendix  B  to  the 
net  capital  r^e. 

The  majority  of  the  remaining  changes 
to  the  net  capital  rule  affect  the 
treatment  of  receivables  relating  to 
commodities.  For  example,  under  the 
amendments  the  length  of  time  margin 
calls  are  allowed  to  remain  outstanding 
for  under-margined  customer  futures 
accounts  will  be  3  business  days  by. 
December  31. 1982.  Margin  can  remain 
uncollected  for  up  to  5  business  days 
until  December  31. 1980, 4  business  days 
until  December  31, 1982  and  3  business 
days  thereafter  before  a  charge  is  made 
to  net  capital.  'The  net  capital  rule  now 
allows  5  business  days,  a  period  which 
will  remain  unchanged  for  transactions 
in  securities. 

Another  significant  time  differential 
fii}m  the  way  commodities  are  now 
treated  involves  deficits  or  debit  ledger 
balances  in  unsecured  customers’,  non¬ 
customers’  and  proprietary  accounts 
related  to  commodities  transactions 
which  are  the  subject  of  calls  for  margin 
or  other  required  deposits.  Under  the 
amendments,  the  amount  of  funds 
required  may  be  included  in  net  capital 
for  one  day.  In  addition,  the  lengdi  of 
time  mai^gin  calls  pertaining  to 
commodity  transactions  are  allowed  to 


*In  general  the  differences  in  the  two  rules  tvill 
not  affect  broker-dealers  «vho  are  fern's.  The  CFTC 
believed  that  the  “few  differences”  which  might 
remain  between  the  CFFC  rule  and  the  Commission 
rule  would  affect  only  fern's  which  engage  in  a  cash 
commodity,  manufactiutng  or  cooperative  business/ 
businesses  “in  which  few,  if  any,  FCM/broker- 
dealers  engage.”  The  CFTC  has  said  that,  in  the 
case  of  ea^  such  difference  of  which  it  was  aware, 
the  Commission  minimum  ffnancial  requirements 
would  be  higher  than  the  CFTC  requirements.  The 
CFTC  said  that  therefore,  an  fcm  may  be  assured  of 
compliance  with  the  regulations  of  both  agencies  if 
it  is  in  compliance  with  the  Commission's.  Some  of 
the  differences  between  the  two  rules  include  the 
treatment  of  certain  unsecured  receivables  such  as 
those  in  paragraph  (cM2)(ii)(A)  of  CFTC  Rule  1.17 
and  certain  inventories  such  as  those  in  paragraphs 
(cH2Xiv)  (C)  through  (E).  The  CFTC  wUl  regard 
these  as  “current  assets”  for  purposes  of  its  rule. 
Appendix  B  requires  their  deduction  from  net  worth. 
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•remain  outstanding  for  under-marked 
non-customer  and  omnibus  commodity 
futures  accounts  has  been  reduced  from 
5  business  days  to  2  business  days. 

The  amendments  specify  that 
receivables  from  a  foreign  clearing 
organization  resulting  firi^  comm^ities 
transactions  as  well  as  stock  held  in  a 
commodity  clearing  mganization  may  be 
treated  as  net  capital.  Under  the  current 
Commission  rule  such  items  would 
generally  be  treated  as  assets  not 
readily  convertible  into  cash  and  would 
be  deducted  from  net  worth. 

Next  for  those  brokers  or  dealers 
which  have  elected  to  operate  under  the 
alternative  net  capital  provisions,  the  . 
amendments  will  require  securities 
brokers  or  dealers  which  are  also  fern’s 
to  maintain  net  capital  equal  to  4 
percent  of  the  hin^  required  to  be 
segregated  pursuant  to  the  Commodity 
Exchange  Act  and  the  rules  thereunder 
if  such  amoimt  is  greater  than  the 
alternative  provisioiu  would  require  it  ' 
to  maintain. 

^  Finally.  Appendix  D  which  governs 
subordi^tion  agreements  has  been 
altered  in  sever^  respects  to  conform  its 
provisions  to  reflect  die  CFTCs 
requirements  that  an  fem  on  the 
alternative  maintain  net  capital  of  4%  of 
’the  funds  required  to  be  segregated  by 
the  Commodity  Exchange  AcL 

Because  the  subordinated  loan 
provisions  of  Appendix  D  are  being 
changed,  it  will  be  necessary  to 
“grandfather”  existing  subordination 
loan  agreements.  Otherwise,  existing 
loans  would  no  longer  met  the 
requirements  of  Appendix  D.  The 
Commission  has  selected  5  years  as  the 
period  after  which  the  loan  must 
conform  to  the  new  Appendix  D,  the 
same  amount  of  time  the  Commission 
gave  in  1975  when  it  adopted  the  present 
Appendix  D. 

As  adopted  the  amendments  define 
the  terms  “customer”  and  “non¬ 
customer”  in  Appendix  B  by 
incorporating  the  definitions  of  these 
terms  which  are  in  the  General 
Regulations  of  the  CFTC 

Statutory  Bads  and  Competitive 
Consideratioas 

Pursuant  to  the  Securities  Exchange 
Act  of  1934  and  particularly  Sections 
15(c)(93)  and  23(a)  thereof.  15  U.S.C. 
78o(c)(3)  and  78w(a).  the  Commission 
amends  S  240.15c3-l  in  Part  240  of 
Chapter  II  of  Title  17  of  the  code  of 
Federal  Regulations  in  the  manner  set 
forth  below,  effective  July  23. 1979.  The 
Commission  finds  that  any  burden 
imposed  upon  competition  by  the 
amendments  is  necessary  and 
appropriate  in  furtherance  of  the 


purposes  of  the  Act,  and  particularly  to 
implement  the  Commission’s  continuing 
mandate  under' section  15(c)(3)  thereof, 

15  U.S.C.  78o(c)(3),  to  provi^  minimum 
safegiuu^  with  respect  to  the  financial 
respoiuibility  of  brokers  and  dealers. 

Text  fA  Amendments  to  |240.15c3-l 

1.  The  introductory  text  of  paragraph 
(a)  and  paragraphs  (e)  and  (f)  of 
§  240.15c3-l  are  revised  to  read  as 
follows: . 

S  240.15C3-1  Net  eapllal  requbemenls  for 
brokers  or  dsalsrs. 

(a)  No  broker  or  dealer  shall  permit 
his  aggregate  indebtedness  to  aJl  other 
persons  to  exceed  1500  percentum  of  his 
net  capital,  except  as  o&ewise  limited 
by  the  provisions  of  paragraph  (a)(1),  or, 
in  the  case  of  a  broker  or  dealer  electing 
to  operate  pursuant  to  paragraph  (f)  of 
this  section,  no  broker  or  dealer  sh^ 
permit  his  net  capital  to  be  less  than  4 
percent  of  aggregate  debit  items  as 
computed  in  aco^ance  with 
S  240.15c3-3a  of  this  chapter,  or.  if 
registered  as  a  futures  commission 
merchant.  4  percent  of  the  funds 
required  to  be  segregated  pursuant  to 
the  Commodity  Exchange  Act,  and  the 
regulations  thereunder,  if  greater,  except 
as  otherwise  limited  by  paragraph  (f)  of 
this  section,  and  every  broker  or  dealer 
shall  have  the  net  capital  necessary  to 
comply  with  the  following  conditions, 
except  as  otherwise  provided  for  in 
paragraph  (f)  of  this  section. 
***** 

(e)  Limitation  on  withdrawal  of  equity 
Capital.  No  equity  capital  of  the  broker 
or  dealer  or  a  subsidiary  or  affiliate 
consolidated  pursuant  to  Appendix  (C) 
(17  CFR  240.15c3-lc)  whether  in  the 
form  of  capital  contributions  by  partners 
excluding  securities  in  the  sectirities 
accounts  of  partners  and  balances  in 
limited  partners*  capital  accounts  in 
excess  of  their  stated  capital 
cemtributions),  par  or  stated  value  of 
capital  stock,  paid-in  capital  in  excess  of 
par.  retained  earnings  or  other  capital 
accounts,  may  be  withdrawn  by  action 
of  a  stockholder  or  partner,  or  by 
redemption  or  repu^ase  of  shi^  of 
stock  by  any  of  the  consolidated  entities 
or  through  the  payment  of  dividends  or 
any  similar  distribution,  nor  may  any 
unsecured  advance  at  loan  be  made  to  a 
stockholder,  partner,  sole  proprietor  or 
employee  it  after  giving  effect  thereto 
and  to  any  other  such  withdrawals, 
advances  or  loans  and  any  Payments  of 
Payment  Obligations  (as  defined  in 
Appendix  (D)  (17  CFR  240.1Sc3-ld) 
imder  satisfactory  subordination 
agreements  which  are  scheduled  to 
occur  within  six  months  following  such 


withdrawal,  advance  or  loan,  either 
aggregate  indebtedness  of  any  of  the 
consoldiated  entities  exceeds  1000 
percentum  of  its  net  capital  or  its  net 
capital  would  fail  to  equal  120  per 
cetitum  of  the  minimum  dollar  amount 
required  thereby  or  would  be  less  than  7 
percent  of  aggregate  debit  items 
computed  in  acMrdance  with  17  CFR 
240.15c3-3a,  or,  if  registered  as  a  futures 
commission  merchant,  7%  of  the  funds 
required  to  be  segregated  pursuant  to 
the  Commodity  Exchange  Act,  and  the 
regulations  thereunder,  if  greater  or  in 
the  case  of  any  broker  or  dealer 
included  with^  such  consolidation  if  the 
total  outstanding  principal  amounts 
satisfactory  subordination  agreements 
of  the  broker  or  dealer  (other  than  such 
agreements  which  qualify  as  equity 
under  paragraph  (d)  of  this  section) 
would  exce^  70%  of  the  debt-eqmty 
total  as  defined  in  paragraph  (d). 
Provided,  That  this  provision  shall  not 
preclude  a  broker  or  dealer  from  making 
required  tax  payments  or  preclude  the 
payment  to  partners  <A  reasonable 
compensation. 

(f)  Alternative  net  capital 
requirement  (l)(i)  A  broker  or  dealer 
who  is  not  exempt  finm  the  provisions 
of  17  CFR  240.15c2-3  under  the 
Securities  Exchange  Act  of  1934 
pursuant  to  paragraph  (k)(l)  or  (k)(2)(i) 
may  elect  not  to  be  subject  to  the 
limitations  of  paragraph  (a)  of  this 
section  respecting  aggregate 
indebtedness  as  defined  in  paragraph 
(c)(1)  of  this  section  and  certain 
deductions  provided  for  in  paragraph 
(c)(2)  of  this  section.  Provided,  'Hiat  in 
order  to  qualify  to  operate  under  this 
paragraph  (f).  such  broker  or  dealer 
shall  at  all  times  maintain  net  capital 
equal  to  the  greater  of  $100,000  (^,000 
in  the  case  of  a  broker  or  dealer 
effecting  transactions  solely  in 
municipal  securities)  or  4  percent  of 
aggregate  debit  items  computed  in 
accordance  with  the  Formula  fof 
Determination  of  Reserve  Requirements 
for  Brokers  and  Dealers  (Exhibit  A  to 
Rule  15C3-3. 17  CFR  240.15c3-3a).  or.  if 
registered  as  a  futures  commission 
merchant,  4  percent  of  the  funds 
required  to  1^  segregated  pursuant  to 
the  Commodity  Exchange  Act,  and  the 
regulations  thereimder,  if  greater,  and 
shall  notify  the  Examining  Authority  for 
such  broker  or  dealer  and  the  Regional 
Office  of  the  Commission  in  udii^  the 
broker  or  dealer  has  its  principal  place 
of  business,  in  writing,  of  its  election  to 
operate  under  this  provision.  Once  a 
broker  or  dealer  has  determined  to 
operate  pursuant  to  the  provisions  of 
this  paragraph  (f),  he  sh^l  continue  to 
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do  so  unless  a  change  is  approved  upon 
application  to  the  Conunission. 

(2]  In  the  case  of  a  broker  or  dealer 
who  has  consolidated  a  subsidiary 
pursuant  to  Appendix  C  (17  CFR 
240.15c3-lcl,  such  broker’s  or  dealer’s 
minimum  net  capital  requirements  shall 
be  the  sum  of  the  greater  of  $100,000  or  4 
percent  of  the  parent  broker’s  or  dealer’s 
aggregate  debit  items  computed  in 
accordance  with  17  CFR  240.15c3-3a,  or, 
if  the  parent  is  registered  as  a  futures 
commission  merchant,  4  percent  of  the 
funds  required  to  be  segregated 
pursuant  to  the  Commodity  Exchange 
Act  and  the  regulations  thereunder,  if 
greater,  and  the  total  of  each 
consolidated  broker  or  dealer 
subsidiary’s  minimum  net  capital 
requirements.  The  minimum  net  capital 
requirements  of  a  subsidiary  electing  to 
operate  pursuant  to  paragraph  (f)  of  this 
section  shall  be  the  greater  of  $100,000 
or  4  percent  of  its  aggregate  debit  items 
computed  in  accordance  with  17  CFR 
240.15c3-3a,  or,  if  registered  as  a  futures 
commission  merchant,  4  percent  of  the 
funds  required  to  be  segregated  by  the 
subsidiary  pursuant  to  the  Commodity 
Exchange  Act  and  the  regulations 
thereunder,  if  greater.  Where  the 
subsidiary  which  has  been  consolidated 
has  not  elected  to  operate  pursuant  to 
paragraph  (f)  of  this  section,  its 
minimum  net  capital  requirement  is  the 
greater  of  its  requirements  under 
paragraph  (a)  of  this  section  or  6% 
percent  of  its  aggregate  indebtedness. 

*  *  *  *  • 

2.  Section  240.15c3-lb  is  revised  to 
read  as  follows: 

§  240.15c3-1b  Adjustments  to  net  worth 
and  aggregate  indebtedness  for  certain 
commodities  transactions  (Appendix  B  to 
17  CFR  240.15C3-1). 

(a]  Every  broker  or  dealer  in 
computing  net  capital  pursuant  to  17 
CFR  240.15c3-l  shall  comply  with  the 
following: 

(1)  Where  a  broker  or  dealer  has  an 
asset  or  liability  which  is  treated  or 
defined  in  paragraph  (c)  of  17  CFR 
240.15c3-l,  the  inclusion  or  exclusion  of 
all  or  part  of  such  asset  or  liability  for 
the  computation  of  aggregate 
indebtedness  and  net  capital  shall  be  in 
accordance  with  paragraph  (c)  of  17 
CFR  240.15c3-l.  except  as  specifically 
provided  otherwise  in  this  Appendix  B. 
Where  a  commodity  related  asset  or 
liability  is  specifically  treated  or  defined 
in  17  CFR  1.17  and  is  not  generally  or 
specifically  treated  or  dehned  in  17  CFR 
240.15c3-l  or  this  Appendix  B,  the 
inclusion  or  exclusion  of  all  or  part  of 
such  asset  or  liability  for  the 
computation  of  aggregate  indebtedness 


and  net  capital  shall  be  in  accordance 
with  17  CFR  1.17. 

Aggregate  Indebtedness 

(2)  The  term  “aggregate  indebtedness" 
as  defined  in  paragraph  (c)(1)  of  this 
section  shall  exclude  with  respect  to 
commodity-related  transactions: 

(i)  Indebtedness  arising  in  connection 
with  an  advance  to  a  non-proprietary 
account  when  such  indebtedness  is 
adequately  collateralized  by  spot 
commodities  eligible  for  delivery  on  a 
contract  market  and  when  such  spot 
commodities  are  covered. 

(ii)  Advances  received  by  the  broker 
or  dealer  against  bills  of  lading  issued  in 
connection  with  the  shipment  of 
commodities  sold  by  the  broker  or 
dealer,  and 

(iii)  Equity  balances  in  the  accounts  of 
general  partners. 

Net  Capital 

(3)  In  computing  net  capital  as  deHned 
in  paragraph  (c)(2)  of  this  section,  the 
net  worth  of  a  broker  or  dealer  shall  be 
adjusted  as  follows  with  respect  to 
commodity-related  transactions: 

(i)  Unrealized  profit  or  loss  for  certain 
commodities  transactions.  (A) 
Unrealized  profits  shall  be  added  and 
unrealized  losses  shall  be  deducted  in 
the  commodities  accounts  of  the  broker 
or  dealer,  including  unrealized  profits 
and  losses  on  fixed  price  commitments 
and  forward  contracts;  and 

(B)  The  value  attributed  to  any  non- 
transferable  commodity  option  shall  be 
the  difference  between  the  option’s 
striking  price  and  the  market  value  for 
the  actual  commodity  or  futures  contract 
which  is  the  subject  of  the  option.  In  the 
case  of  a  long  call  commodity  option,  if 
the  market  value  for  the  actual 
commodity  or  futures  contract  which  is 
the  subject  of  the  option  is  less  than  the 
striking  price  of  the  option,  it  shall  be 
given  no  value.  In  the  case  of  a  long  put 
commodity  option,  if  the  market  value 
for  the  actual  commodity  or  futures 
contract  which  is  the  subject  of  the 
option  is  more  than  the  striking  price  of 
the  option,  it  shall  be  given  no  value. 

(ii)  Deduct  any  unsecured  commodity 
futures  or  option  account  containing  a 
ledger  balance  and  open  trades  the 
combination  of  which  liquidates  to  a 
deficit  or  containing  a  debit  ledger 
balance  only:  Provided,  however. 
Deficits  or  debit  ledger  balances  in 
unsecured  customers’,  non-customers’ 
and  proprietary  accounts,  which  are  the 
subject  of  calls  for  margin  or  other 
required  deposits  which  are  outstanding 
one  business  day  or  less  need  not  be 
deducted  from  net  worth; 


(iii)  Deduct  all  unsecured  receivables, 
advances  and  loans  except  for. 

(A)  Management  fees  receivable  from 
commodity  pools  outstanding  no  longer 
than  thirty  (30)  days  from  the  date  they 
are  due; 

(B)  Receivables  from  foreign  clearing 
organizations; 

(C)  Receivables  from  registered 
futures  commission  merchants  or 
brokers,  resulting  from  commodity 
futures  or  option  transactions,  except 
those  specihcally  excluded  under 
paragraph  (3)(ii)  of  this  Appendix  B. 

(iv)  Deduct  all  inventories  (including 
work  in  process,  finished  goods,  raw 
materials  and  inventories  held  for 
resale)  except  for  readily  marketable 
spot  commodities;' or  spot  commodities 
which  adequately  collateralize 
indebtedness  under  paragraph  (c)(7)  of 
17  CFR  1.17; 

(v)  Guarantee  deposits  with 
commodities  clearing  organizations  are 
not  required  to  be  deducted  from  net 
worth; 

(vi)  Stock  in  commodities  clearing 
organizations  to  the  extent  of  its  margin 
value  is  not  required  to  be  deducted 
from  net  worth; 

(vii)  Deduct  from  net  worth  the 
amount  by  which  any  advances  paid  by 
the  broker  or  dealer  on  cash  commodity 
contracts  and  used  in  computing  net 
capital  exceeds  95  percent  of  the  maricet 
value  of  the  commodities  covered  by 
such  contracts. 

(viii)  Do  not  include  equity  in  the 
commodity  accounts  of  partners  in  net 
worth. 

(ix)  In  the  case  of  all  inventory,  fixed 
price  commitments  and  forward 
contracts,  except  for  inventory  and 
forward  contracts  in  the  inter-bank 
market  in  those  foreign  currencies  which 
are  purchased  or  sold  for  further 
delivery  on  or  subject  to  the  rules  of  a 
contract  market  and  covered  by  an  open 
futures  contract  for  which  there  will  be 
no  charge,  deduct  the  applicable 
percentage  of  the  net  position  specified 
below: 

(A)  Inventory  which  is  currently 
registered  as  deliverable  on  a  contract 
market  and  covered  by  an  open  futures 
contract — ^No  charge. 

(B)  Inventory  which  is  covered  by  an 
open  futures  contract  or  commodity 
option — 5%  of  the  market  value. 

(C)  Inventory  which  is  not  covered — 
20%  of  the  market  value. 

(D)  Fixed  price  commitments  (open 
purchases  and  sales)  and  forward 
contracts  which  are  covered  by  an  open 
futures  contract  or  commodity  option — 
10%  of  the  market  value. 

(E)  Fixed  price  commitments  (open 
purchases  and  sales)  and  forward 
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contracts  which  are  not  covered  by  an 
open  futures  contract  or  commodity 
option — 20%  of  the  market  value. 

(x)  [Reserved] 

>  (xi)  [Reserved] 

(xii)  Deduct  for  undermargined 
customer  commodity  futures  accounts 
the  amount  of  funds  required  in  each 
such  accoimt  to  meet  maintenance 
margin  requirements  of  the  applicable 
boa^  of  trade  or,  if  there  are  no  such 
maintenance  margin  requirements, 
clearing  organization  margin 
requirements  applicable  to  such 
positions,  after  application  of  calls  for 
margin,  or  other  required  deposits  which 
are  outstanding  five  business  days  or 
less  until  December  31, 1980,  four 
business  days  or  less  until  December  31, 
1982,  and  three  business  days  or  less 
thereafter.  If  there  are  no  such 
maintenance  margin  requirements  or 
clearing  organization  margin 
requirements  on  such  accounts,  then 
deduct  the  amount  of  funds  required  to 
provide  margin  equal  to  the  amount 
necessary  after  application  of  calls  for 
margin,  or  other  required  deposits 
outstanding  five  days  or  less  until 
December  31. 1980,  four  days  or  less 
until  December  31. 1982,  and  three  days 
or  less  thereafter  to  restore  original 
margin  when  the  original  margin  has 
been  depleted  by  50  percent  or  more. 
Provided,  To  the  extent  a  deficit  is 
deducted  from  net  worth  in  accordance 
with  paragraph  (3)(ii)  of  this  Appendix 
B,  such  amoimt  shall  not  also  be 
deducted  under  this  paragraph  (3)(xii). 

(xiii)  Deduct  for  undermargined  non¬ 
customer  and  omnibus  commodity 
futures  accounts  the  amount  of  funds 
required  in  each  such  account  to  meet 
maintenance  margin  requirements  of  the 
applicable  board  of  trade  or.  if  there  are 
no  such  maintenance  margin 
requirements,  clearing  organization 
margin  requirements  applicable  to  such 
positions  after  application  of  calls  for 
margin,  or  other  required  deposits  which 
are  outstanding  two  business  days  or 
less.  If  there  are  no  such  maintenance 
margin  requirements  or  clearing 
organization  margin  requirements,  then 
deduct  the  amount  of  funds  required  to 
provide  margin  equal  to  the  amount 
necessary  after  application  of  calls  for 
mar^,  or  other  required  deposits 
outstanding  two  days  or  less  to  restore 
original  margin  when  the  initial  margin 
has  been  depleted  by  50  percent  or 
more.  Provided,  To  the  extent  a  deficit  is 
deducted  from  net  worth  in  accordance 
with  paragraph  (3)(ii)  of  this  Appendix 
B,  such  amount  shall  not  also  1^ 
deducted  under  this  paragraph  (3)(xiii). 

(xiv)  In  the  case  of  open  futures 
contracts  held  in  proprietary  accounts 


carried  by  the  broker  or  dealer  which 
are  not  covered  by  a  position  held  by 
the  broker  or  dealer  or  which  are  not  the 
result  of  a  “changer  trade”  made  in 
accordance  with  the  rule  of  a  contract 
market  deduct 

(A)  For  a  broker  or  dealer  which  is  a 
clearing  meml^r  of  a  contract  market 
for  the  positions  on  such  contract 
maricet  cleared  by  such  member,  the 
applicable  margin  requirement  of  the 
applicable  clearing  organization; 

(B)  For  a  broker  or  dealer  which  is  a 
member  of  a  contract  madcet,  150%  of 

.the  applicable  maintenance  margin 
requirement  of  the  applicable  board  of 
trade  or  clearing  organization, 
whichever  is  greater, 

(C)  For  all  other  brokers  or  dealers, 
200%  of  the  applicable  maintenance 
margin  requirement  of  the  applicable 
board  of  trade  or  clearing  organization, 
whichever  is  greater,  or 

(D)  For  open  contracts  for  which  there 
are  no  applicable  maintenance  margin 
requirement,  200%  of  the  applicable 
initial  margin  requirement. 

Provided,  The  equity  in  any  such 
proprietary  account  shall  reduce  the 
deduction  required  by  this  paragraph 
(3)(xiv)  if  such  equity  is  not  otherwise 
includable  in  net  capital. 

(xv)  Options.  In  the  case  of  a  broker 
or  dealer  which  is  a  taker  of  a 
commodity  option,  the  deduction  shall 
be  the  amount  of  any  commodity  option 
premium  which  has  been  used  to 
increase  net  capital  (however,  in  the 
case  of  a  broker  or  dealer  which  is  a 
grantor  of  a  commodity  option,  the 
deduction  may  be  reduced  by  the 
amount  of  any  commodity  option 
premium  which  has  not  been  previously 
recognized  as  income). 

(xvi)  In  the  case  of  a  commodity 
option  which  is  carried  long  by  the 
broker  or  dealer  as  a  taker  of  a 
commodity  option  which  has  value  and 
such  value  is  used  to  increase  net 
capital,  the  deduction  should  be  ten 
percent  of  the  market  value  of  the 
commodity  which  is  the  subject  of  such 
option,  but  in  no  event  shall  the 
deduction  be  greater  than  the  value 
attributed  to  such  option. 

(xvii)  Deduction  5%  of  all  unsecured 
‘  receivables  includable  under  paragraph 
(3)(iii)(C)  of  this  Appendix  B  used  by  the 
broker  or  dealer  in  computing  “net 
capital”  and  which  are  not  receivable 
from  (A)  a  futures  commission  merchant 
registered  as  such  with  the  Commodity 
Futures  Trading  Commission,  or  (B)  a 
broker  or  dealer  which  is  registered  as 
such  with  the  Securities  and  Exchange 
Commission. 


(xviii)  A  loan  or  advance  or  any  other 
form  of  receivable  shall  not  be 
considered  “secured”  for  the  purposes  of 
paragraph  (3)  of  this  Appendix  B  unless 
the  following  conditions  exist: 

(A)  The  receivable  is  secured  by 
readUy  marketable  collateral  which  is 
otherwise  unencumbered  and  which  can 
be  readily  converted  into  cash  equal  to 
or  in  excess  of  that  part  of  the 
receivable  which  is  shown  in  the 
broker’s  or  dealer’s  records  as  secured: 
and 

(B) (i)  The  readily  marketable 
collateral  is  in  the  possession  or  control 
of  the  broker  or  dealer;  or 

(2)  The  broker  or  dealer  has  a  legally 
enforceable,  written  security  agreement, 
signed  by  the  debtor,  and  has  a 
perfected  security  interest  in  the  readily 
maiketable  collateral  within  the 
meaning  of  the  laws  of  the  State  in 
which  the  readily  marketable  collateral 
is  located. 

(xix)  The  term  “cover”  for  purposes  of 
this  AppencHx  B  shall  mean  cover  as 
defined  in  17  CFR  1.17(j). 

(xx)  'The  term  “customer”  for  purposes 
of  this  Appendix  B  shall  mean  customer 
as  defined  in  17  CFR  1.17(b)  (2).  The 
term  “non-customer”  for  purposes  of  this 
Appendix  B  shall  mean  non-customer  as 
de^ed  in  17  CFR  1.17(b)  (4). 

3.  Paragraphs  (b)  (6)  (iii),  (7),  (8),  (10) 
(ii)  (B)  and  (c)  (2),  (5),  and  (7)  of 
§  2M.15c3-ld  are  revised  to  read  as 
follows: 

fi  240.1Sc3-1d  Satisfactory  subordination 
agroamants  (Appandix  D  to  17  CFR 
240.15C3-1). 

«  *  ♦  «  * 

(b)*  *  ■* 

(6)*  *  * 

(iii)  The  secured  demand  note 
agreement  may  also  provide  that,  in  lieu 
of  the  procedures  specified  in  the 
provisions  required  by  paragraph  (b)  (6) 
(ii)  of  this  section,  the  lender  with  the 
prior  written  consent  of  the  broker  or 
dealer  and  the  Examining  Authority  for 
the  broker  or  dealer  may  reduce  the 
unpaid  principal  amount  of  the  secured 
demand  note.  Provided,  That  after 
giving  effect  to  such  reduction  the 
aggregate  indebtedness  of  the  broker  or 
dealer  would  not  exceed  1000  per 
centum  of  its  net  capital  or,  in  the  case 
of  a  broker  or  dealer  operating  pursuant 
to  paragraph  (f)  of  17  CFR  240.15c3-l, 
net  capital  would  not  be  less  than  7%  of 
aggregate  debit  items  computed  in 
accordance  with  17  CFR  ^.15c3-3a  or. 
if  registered  as  a  futures  commission 
merchant,  7%  of  the  funds  required  to  be 
segregated  pursuant  to  the  Commodity 
Exchange  Act,  and  the  regulations 
thereunder,  if  greater.  Provided,  further. 
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That  no  single  secured  demand  note 
shall  be  permitted  to  be  reduced  by 
more  than  15%  of  its  original  principal 
amount  and  after  such  reduction  no 
excess  collateral  may  be  withdrawn.  No 
Examining  Authority  shall  consent  to  a 
reduction  of  the  principal  amount  of  a 
secured  demand  note  if.  after  giving 
eRiect  to  such  reduction,  net  capital 
wotdd  ^  less  than  120%  of  the  minimum 
dollar  amount  required  by  17  CFR 
240.15C3-1. 

(7)  Permissive  Prepayments.  A  broker 
or  dealer  at  its  option  but  not  at  the 
option  of  the  lender,  may,  if  the 
subordination  agreement  so  provides, 
make  a  Payment  of  all  or  any  portion  of 
the  Payment  Obligation  thereimder  prior 
to  the  scheduled  maturity  date  of  such 
Payment  Obligation  (hereinafter 
referred  to  as  a  “Prepayment"),  but  in  no 
event  may  any  Prepayment  be  made 
before  the  expiration  of  one  year  from 
the  date  such  subordination  agreement 
became  effective:  Provided,  however, 
That  the  foregoing  restriction  shall  not 
apply  to  temporary  subordination 
agreements  which  comply  with  the 
provisions  of  paragraph  (c)  (5)  of  this 
Appendix  D.  No  Prepayment  shall  be 
made,  if.  after  giving  effect  thereto  (and 
to  all  Payments  of  Pa3mient  Obligations 
under  any  other  subordinated 
agreements  than  outstanding  the 
maturity  or  accelerated  maturities  of 
which  are  scheduled  to  fall  due  within 
six  months  after  the  date  such 
Prepayment  is  to  occur  pursuant  to  this 
provision  or  on  or  prior  to  the  date  on 
which  the  Payment  Obligation  in  respect 
of  such  Prepayment  is  scheduled  to 
mature  disregarding  this  provision, 
whichever  date  is  earlier)  without 
reference  to  any  projected  profit  or  loss 
of  the  broker  or  dealer,  either  aggregate 
indebtedness  of  the  broker  or  dealer 
would  exceed  1000  per  centum  of  its  net 
capital  or  its  net  capital  would  be  less 
than  120  per  centum  of  the  minimum  . 
dollar  amount  required  by  17  CFR 
240.15c3-l  or,  in  the  case  of  a  broker  or 
dealer  operating  pursuant  to  paragraph 
(f)  of  17  CFR  240.15c3-l,  its  net  capital 
would  be  less  than  7%  of  its  aggregate 
debit  items  computed  in  accordance 
with  17  CFR  240.15c3-3a  or  if  registered 
as  a  futures  commission  merchant,  7%  of 
the  funds  required  to  be  segregated 
pursuant  to  ^e  Commodity  Exchange 
Act  and  the  regulations  thereunder,  if 
greater,  or  its  net  capital  would  be  less 
than  120%  of  the  minimum  dollar 
amount  required  by  paragraph  (f)  of  17 
CFR  240.15c3-l.  Notwithstanding  the 
above,  no  Prepayment  shall  occur 
without  the  prior  written  approval  of  the 
Examining  Authority  for  such  broker  or 
dealer. 


(8)  Suspended  Repayment,  (i)  The 
Payment  Obligation  of  the  brpker  or 
dealer  in  respect  of  any  subordination 
agreement  shall  be  suspended  and  shall 
not  mature  if.  after  giving  effect  to 
Payment  of  such  Payment  Obligation  * 
(and  to  all  Payments  of  Payment 
Obligations  of  such  broker  or  dealer 
under  any  other  subordination 
agreement(s)  then  outstanding  which  are 
scheduled  to  mature  on  or  before  such 
Payment  Obligation)  either  (A)  the 
aggregate  indebtedness  of  the  broker  or 
dealer  would  exceed  1200%  its  net 
capital  or,  in  tHb  case  of  a  broker  or 
dealer  operating  pursuant  to  paragraph  ^ 
(f)  of  17  CFR  240.15c3-l,  its  net  capital  - 
would  be  less  than  6  percent  of 
aggregate  debit  items  computed  in 
accordance  with  17  CFR  2M.15c3-3a  of, 
if  registered  as  a  futures  commission 
merchant,  6%  of  the'  funds  required  (p  be 
segregated  pursuant  to  the  Commodity 
Exchange  Act  and  the  regulations 
thereunder,  if  greater,  or  (B)  its  net 
capital  would  be  less  than  120  percent  of 
the  minimum  dollar  amount  required  by 
17  CFR  240.15c3-l  including  paragraph 
(f).  if  applicable.  Provided,  That  the 
subordination  agreement  may  provide 
that  if  the  Payment  Obligation  of  the 
broker  or  dealer  thereunder  does  not 
mature  and  is  suspended  as  a  result  of 
the  requirement  of  this  paragraph  (b)(8) 
for  a  period  of  not  less  than  six  months, 
the  broker  or  dealer  shall  thereupon 
commence  the  rapid  and  orderly 
liquidation  of  its  business  but  the  right 
of  the  lender  to  receive  Payment, 
together  with  accrued  interest  or 
compensation,  shall  remain  subordinate 
as  required  by  the  provisions  of  17  CFR 
240.15C3-1  and  240.15c3-ld. 

*  «  *  *  * 

(10)*  *  * 

(ii)*  *  • 

(B)  The  aggregate  indebtedness  of  the 
broker  or  dealer  exceeding  1500%  of  its 
net  capital  or.  in  the  case  of  a  broker  or 
dealer  which  has  elected  to  operate 
under  paragraph  (f)  of  17  CFR  240.15c3- 
1,  its  net  capital  computed  in 
accordance  therewith  is  less  than  4%  of 
its  aggregate  debit  items  computed  in 
accordance  with  17  CFR  240.15c3-3a  or, 
if  registered  as  a  futures  commission 
merchant,  4%  of  the  funds  required  to  be 
segregated  pursuant  to  the  Commodity 
Exchange  Act  and  the  regulations 
thereunder,  if  greater,  throughout  a 
period  of  15  consecutive  business  days, 
commencing  on  the  day  the  broker  or 
dealer  First  determines  and  notifies  the 
Examining  Authority  for  the  broker  or 
dealer,  of  the  Examining  Authority  or 


the  Commission  first  determines  and 
notifies  the  broker  or  dealer  of  such  fact; 
****•• 

(c)*  *  * 

(2)  Notice  of  maturity  or  accelerated  , 
maturity.  Every  Iwoker  or  dealer  ritall 
immediately  notify  the  Examining 
Authority  for  such  broker  or  dealer  ii 
after  giving  effect  to  all  Payments  of 
Payment  Obligations  under 
subordination  agreements  theh 
outstanding  which  are  then  due  or 
mature  within  the  following  six  months 
without  reference  to  any  projected  profit 
or  loss  of  the  broker  or  dealer,  either  the 
aggregate  indebtedness  of  the  broker  or  • 
dealer,  either  the  aggregate 
indebtedness  of  the  broker  or  dealer 
would  exceed  1200%  of  its  net  capital  or 
its  net  capital  would  be  less  than  120% 
of  the  minimum  dollar  amount  required 
by  17  CFR  240.15c3-l.  or,  in  the  case  of  a 
broker  or  dearler  who  is  operating 
pursuant  to  paragraph  (f)  of  17  CFR  240. 
15c3-l,  its  net  capital  would  be  less  than 
6%  of  aggregate  debit  items  computed  in 
accordance  with  17  CFR  240.15c3-3a  or. 
if  registered  as  a  futures  commission 
merchant,  6%  of  the  funds  required  to  be 
segregated  pursuant  to  the  Commodity 
Exchange  Act  and  the  regulations 
thereunder,  if  greater,  or  less  than  120% 
of  the  minimum  dollar  amount  required 
by  paragraph  (f)  of  17  CFR  240.15c3-l. 

*  «  •  * 

(5)  Temporary  Subordinations.  For  the 
purpose  of  enabling  a  broker  or  dealer 
to  participate  as  an  underwriter  of 
securities  or  other  extraordinary 
activities  in  compliance  with  the  net 
capital  requirements  of  17  CFR  240.15c3- 
1,  a  broker  or  dealer  shall  be  permitted, 
on  no  more  than  three  occasions  in  any 
12  month  period,  to  enter  into  a 
subordination  agreement  on  a 
temporary  basis  which  has  a  stated  term 
of  no  more  than  45  days  from  the  date 
such  subordination  agreement  became 
effective.  Provided,  lliat  this  temporary 
relief  shall  not  apply  to  a  broker  or 
dealer  if,  at  such  time,  it  is  subject  to 
any  of  the  reporting  provisions  of  17 
CFR  240.17a-ll  under  the  Securities 
Exchange  Act  of  1934,  irrespective  of  its 
compliance  with  such  provisions  or  if 
immediately  prior  to  entering  into  such 
subordination  agreement  either  (i)  the 
indebtedness  of  the  broker  or 
dealer  exceeds  1000  per  centum  of  its 
net  capital  or  its  net  capital  is  less  than 
120%  of  the  minimum  dollar  amount 
required  by  17  CFR  240.15c3-l,  or  (ii)  in 
the  case  of  a  broker  or  dealer  operating 
pursuant  to  paragraph  (f)  of  17  CFR 
240.15c3-l,  its  net  capital  is  less  than  7 
percent  of  aggregate  debits  computed  in 
accordance  with  17  CFR  240.15c3-3‘a  or. 
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if  registered  as  a  futures  conunission 
merchant,  7%  of  the  funds  required  to  be 
segregated  pursuant  to  the  Commodity 
Exchange  Act  and  the  regulations 
thereunder,  if  greater,  or  less  than  120% 
of  the  minimum  dollar  amount  required 
by  paragraph  (f)  of  this  section,  or  (iii) 
the  amount  of  its  then  outstanding 
subordination  agreements  exceeds  the 
limits  specified  in  paragraph  (d)  of  17 
CFR  240.15C3-1.  Such  temporary 
subordination  agreement  shall  be  * 
subject  to  all  the  other  provisions  of  this 
Appendix. 

***** 

Subordination  Agreements  in  Effect 
Prior  to  Adoption 

(7)  Any  subordination  agreement 
which  has  been  entered  into  prior  to 
December  20, 1978  and  which  has  been 
deemed  to  be  satisfactorily 
subordinated  pursuant  to  17  CFR 
240.15c3-l  as  in  effect  prior  to  December 
20, 1978,  shall  continue  to  be  deemed  a 
satisfactory  subordination  agreement 
until  the  maturity  of  such  agreement. 
Provided,  That  no  renewal  of  an 
agreement  which  provides  for  automatic 
or  optional  renewal  by  the  broker  or 
dealer  or  lender  shall  be  deemed  to  be  a 
satisfactory  subordination  agreement 
unless  such  renewed  agreement  meets 
the  requirements  of  this  Appendix 
within  6  months  fi'om  December  20, 

1978.  Provided,  further.  That  all 
subordination  agreements  must  meet  the 
requirements  of  this  Appendix  within  5 
years  of  December  20, 1978. 

By  the  Commission. 

George  A.  Fitzsimmons, 

Secretary. 

June  5, 1979. 

[FR  Doc.  7S-18S41  Filed  6-14-79;  6:45  ami 
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17  CFR  Part  249 

(RelMSe  No.  34-15899] 

Forma,  Securities  Exchange  Act  of 
1934 

Focus  Reporting  System; 
Requirements  for  Rnancial  Reporting 

aqsncy:  Securities  and  Exchange 
Commission. 

ACTKNf:  Rule  amendment 

SUMMARY:  The  Commission  today 
announced  amendments  to  the  financial 
and  operational  reporting  requirements 
collectively  known  as  the  FOCUS 
reporting  system  by  adopting  the 
previously  proposed  Schedule  of 
Segregation  Requirements  and  Funds  on 
Deposit  in  Segregation  currently  being 


used  by  the  Commodity  Futures  Trading 
Commission  for  its  registered  futures 
commission  merchants.  This  schedule 
will  apply  only  to  those  brokers  or 
dealers  that  are  also  futures  commission 
merchants. 

EFFECTIVE  DATE:  July  23, 1979. 

FOR  FURTHER  INFORMATION  CONTACT: 

James  G.  Moody,  Attorney  Advisor. 
Division  of  Market  Regulation, 

Securities  and  Exchange  Commission, 
Washington,  D.C  20549.  (202)  376-8135. 
SUPPLEMENTARY  INFORMATION:  The 
Securities  and  Exchange  Conunission 
today  announced  the  adoption  of  certain 
amendments  to  Part  II  of  Form  X-17A-5. 
a  financial  and  operational  combined 
uniform  single  report  under  the 
Securities  Exchange  Act  of  1934.  The 
amendments  will  revise  the  form  so  as 
to  incorporate  the  Schedule  of 
Segregation  Requirements  and  Fimds  on 
Deposit  in  Segregation  currently  being 
used  by  the  Commodity  Futures  Trading 
Commission. 

Discussion 

On  December  17, 1975  the 
Commission  adopted  Form  X-17A-5 
(S  249.617),  the  Financial  and 
Operational  Combined  Uniform  Single 
(“FOCUS”)  Report,  to  become  effective 
on  January  1, 1976.'  Part  II  of  Form  X- 
17A-5  is  a  general  purpose  financial  and 
operational  report  designed  to  obtain 
essential  regulatory  information  on  a 
quarterly  basis  and  to  develop  financial 
statements  in  a  format  consistent  with 
generally  accepted  accounting 
principles. 

On  September  1, 1978,  the  Commodity 
Futures  Trading  Commission  (the 
“CFTC”)  amended  its  rules  pertaining  to 
the  minimum  financial  and  related 
reporting  requirements  imposed  upon 
futiu^s  commission  merchants.’ 
Although  the  CFTC  amendments  apply 
only  to  futures  commission  merchants, 
about  half  of  all  commodity  customer 
business  in  the  futures  industry  is  done 
,by  futures  commission  merchants  that 
are  also  registered  with  the  Commission 
as  securities  broker-dealers  and  are 
therefore  subject  to  the  FOCUS 
reporting  requirements.  Accordingly,  the 
amendments  adopted  herein  are 
designed  to  incorporate  the  Schedule  of 


'  Securities  Exchange  Act  Release  No.  1193S. 
December  17. 1975;  40  FR  59706,  December  30. 1975. 
Part  OA  is  an  abbreviated  version  of  Part  n  which  is 
filed  on  a  quarterly  basis  by  brokers  and  dealers  ^ 
which  neither  clear  transactions  nor  carry  customer 
accounts.  As  these  amendments  were  originally 
proposed.  Part  HA  woiJd  also  have  been  amended 
to  incorporate  the  CFTCs  Schedule.  However,  since 
Part  QA  is  filed  only  by  brokers  and  dealers  which 
neither  clear  nor  cany  customer  accounts,  this 
additional  information  is  unnecessary. 

*43  FR  39956  (September  A  1978). 


Segregation  Requirements  and  Funds  on 
Deposit  in  Segregation  currently  being 
used  by  the  CFTC.  This  will  enable 
brokers  and  dealers  that  are  also  futiues 
commission  merchants  to  satisfy  the 
CFTCs  reporting  requirements  by  filing 
the  amended  Part  II  *  of  the  FOCUS 
Report  on  a  quarterly  basis,  thereby 
eliminating  the  need  to  make 
burdensome  duplicate  reports. 

Statutory  Basis  and  Competitive 
Considerations 

Pursuant  to  the  Securities  Exchange 
Act  of  1934  and  particularly  sections 
15(c)(3).  17  and  23  thereof.  15  U.S.C. 
78^c)(3),  78q  and  78w.  the  Commission 
hereby  amends  17  CFR  249.617  of 
Chapter  n  of  Title  17  of  the  Code  of 
Federal  Regulations  in  the  manner  set 
forth  below.  The  Commission  believes 
that  any  burden  imposed  upon 
competition  by  the  amendments  is 
necessary  and  appropriate  in 
furtherance  of  the  purposes  of  the  Act. 
and  particularly  to  implement  the 
Commission’s  continuing  mandate  under 
section  15(c)(3)  thereof,  15  U.S.C. 
78o(c)(3),  to  provide  minimum 
safeguards  with  respect  to  the  financial 
responsibility  of  brokers  and  dealers. 

8249.617  [Amandad] 

Text  of  Schedule 

The  Commission  amends  Part  II  of 
Form  X-17A-5.  a  financial  and 
operational  combined  uniform  single 
report  under  the  Securities  Exchange 
Act  of  1934,  by  adding  the  following 
schedule. 

Financial  and  Operational  Combined  Uniform 
Single  Report 

Broker  or  Dealer — as  of - . 

Schedule  of  Segregation  Requirements  and 
Funds  in  Segregation 

Customers'  regulated  commodity  futures 
accounts** 

Segregation  requirements 

1.  Net  ledger  balance: 

a.  Cash . 

b.  Secijnties  (at  market) . . 

2.  Net  unrealized  profit  (loss)  in 

open  futiires  contracts . . 

3.  Net  equity  (deficit)  (Total  of 

1 — plus  or  minus  2. . . 

4.  Add:  accounts  liquidating  to  a 
deficit  and  accounts  with 
debit  balances  with  no 

open  trades . . . 

5.  Amount  required  to  be 
segregated  (Total  of  3  ft  4) 


*The  new  Schedule  «vill  become  page  10  of  Part 
n.  The  current  page  10  will  become  page  11  of  Part 

n. 

**The  term  “customer”  shall  mean  "customer”  as_ 
defined  in  17  CFR  1.17(b)(2). 
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Fanda  on  Deposit  in  Segregation 

6.  Deposited  in  segregated  funds  bank 
accounts: 

a.  Cash . . . 

b.  Securities  representing 
investments  of  customers' 

funds  (at  market) . . 

c.  Securities  held  for  customers 

in  lien  of  cash  margins  (at 
market)^ . . 

7.  Margins  on  deposit  with  clearing 
organizations  of  contract  markets: 

a.  Cash . . 

I  b.  Securities  representing 
i  investments  customers' 

j  funds  (at  market) . . 

I  c.  Securities  held  for  customers 
in  Heu  of  cash  margins  (at 

market) . . 

6.  Settlement  due  from  (to) 

contract  maricet  clearing 
organization. . . . . 

9.  Net  equities  with  other  FCMs . . 

10.  Segregated  funds  on  hand: 

a.  Cash . . . . 

ib.  Secnuities  representing 
investments  of  customers' 

funds  (at  market) . .  — 

c.  Securities  held  for  customers 
in  heu  of  cash  margins  (at 

market).. . . . . 

11.  Total  amount  in  segregation 

(Total  of  6  throu^  10) . $ - 

12.  Excess  funds  (insufficiency) 
in  segregation  (11  minus  5) . $ 

By  the  Commission. 

George  A.  Fitzsimmons, 

Secretary. 

June  5. 1979. 

|FR  Ooc.  7»-18e42  Filed  6-14-79;  S:45  ami 
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